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INTRODUCTION

Student lgans are a relatively new feature tgsthe

community college. In 1958, Congress passed the NatYonal

Defense Lducation Act, Title Il of which provided for long-

term, low interest loans to students (Hartman, p. 177). Many
4 »

~

community-co}leges felt that the panacea fo resolving student's
} >

financial woes had finally come to fruition: Colleges.and; .
univefsities readiiy began to loan funds to stddents without
hesitation and without any concentration on repayment pro-
visions. It was the federal goyernment's.inﬁention to-éreate

révenue in thé area of student loans in order to encourage the

growth of hléher education as well as a means to stlmulate en-

~ s ‘-

rollments of certain target groups, or to stlmulate partlchiar

. types of training (Hartman, p. 177). Thls.progr_ was an I

immediate success. .However, after a few years passed, in- .

stitutions began to duestion if loans had been awarded to -

-
.. responsible and dependable students who would adhere to the
~ A M /

repayment regulations ascribed by the Department of Health,

. ¥ . .
Education and Welfare. This question was of a' particular con-

. - /.
cern to the community college, in tlfat some students ¢f low

’

.income were in debt as much as $2,500, with only an,Associates

of Arts'degfee. While Community colleges were aware that

loans for low-income students is an attempt to alter the




distribution of college attendance .and graduates‘(Hartdan, p. 180),
the question of repayment suddenly was asked of- community colleges
. <and no,adequate answer could be supplied.

a Many of the ‘students attending community colleges are in
S \

the vocational area, where no cancellation provisions are permitted.

thus, the entire:loan with three per cent (3%) interest must be
P ., 2 . . . . ¥ .
repa1d With this in mind, the writer has chosén to focus the

¢
3

review of collectlons of the Natlonal Direct Student Loan to

Lake City Community College. , An attempt has been made to in-

., -, 0 - . -
clude Santa Fe Community®College in this study. However, the

< " new administrator in the area of Student Financial Aid is-not

r-J

prepared at this time, to supply the writer u1th the h1stor1cal

prospect1ve of the Natlpnal Direct S;udent Loan program for
Santa Fe.‘- f . ‘ ’ } ' :
& \ .
- The Lake C1by Conunlty College %1nanc1al aid office h

been helpfuﬂ in retrieving the necessary inforgation. Hopefully,
4

my findings Vlll be bf some value to the institution.
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Title IV, section-E, Higher Education Act, National ’

»
’

Direct Student Loan program staté;\$tit "undergraduates are

. > .o .t
* limited to $.2,500-in their first two years" (OE rcgulatlons,

.p. 1.). The regulatlons further indicates the reepon51b111tle<

of eqc¢h institution relagive to loa;zoéllectlon Listed below

»

is scction*144.30 of the loan cqllection proccdurcs as dscrlbcq

! ' .

by the 0ffico of Edudation. ) ' : e

-~ ’ . -

~

Each institption ‘at. which a Fund is established

.

shall exercise due dilrgence in the.Colleﬁkion Qi\‘_//;‘\ .

-

the amounts duc and payable to its Fund. In the ex- )

ercise of, such responsibility, each institution, must

con51stentLyautzllzc extensive and forceful tollectlon
. practices. In.particular, an JnStltUthh shail.
: / . ] |
N . (a) Provide to each borrower, not later than the time when
", he signs his promissory note, full disclosure of his

4

right$ and obligations .thereunder; .

€ L]

)

(b) Conduct an exlt interview with éach borrower p&lor
to his 1eav1ng the 1nsf\tutlon and pr0V1d& the borrower
'it that time with 2 copy of h1< ‘repayment schedule
$pecifying the 'total amount of the loan and dates
anhd amounts of 1nstallment as they.becomc due;

.
(c) Maintain a w11ttcn rccofd of the Xit interview in-
" cluding'a repayment schedule SLgled by thdvborroWer

.which shall, be made a part of the borrower s fllo,-

(d) Maintéin contact-with the borrower aftér his leaving“
the institution.in order to facilitate billing and

¢ .
in order to keep*him informed en'a timely basis of




all changes in the program affectiny his.rights and
obligations: =

» “

(e) establish and maintain regular billing and follow-up
— procedure during the- period in,which any outstanding

I !

) ) balance remqfns unpaid;.iﬁc{uding: .
(1) The scndlng of: = . . D e
. (1)~ rhe letter of notice and a stateéent of account
) " of each borrower no later than 30 days precedlng
- yx " the date bﬁ which thé first repa)mont 1nstallm£nt" *
is duc : . ) : . Y
’ * {(ii) A .statecment of &ccount to each borrower no f, N

fewer than 10 days precedlnq the due date of .

cach pavment subscquent to the first payment
unless a coupon System ise c<¢ab11<h0d : .
(iii) When any payment dis, ‘not received w1tth 15 davs ‘
. V rof the due date a te&ephoncd or W 1ttcn demand e
. ' to the borrower for pavment followed by two .
- ) more such demands spaced 15° days apart if no
‘ ) - ). , response to the 1n1t1al demand is received; :
.2 th maznteqco of- a monthly list of pavments in areqs

wlth respect to loans not pa1d when’ due; . :

' (3) Othér routine procedures for effect1ng prompt and
~ . qegular repayment including personal or telephon1c
i contdact where possible; . . .

(4) In- the case of\a borrower whose .address 1is no longer"
. . known, performance of a thorough search of all
reasonably acce551ble -information which may lead
\ ‘ . to the borrower's current address, 1nGlud}n record
' . checks in all approprxate institutionsal offices,
checks of."the telephone directory or information
. . operator in the city or town of the horrower's |
last known address,'and the us€ of the Office
" of Education's skip-tracing service, which will T
. be providéd free of charge to the institution; -

] A -
‘.
” + . . *
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were ‘of the opimion thatiborrowing'money was ‘not.the wise

.once the program got off the ground, it became as a con-

_tagious disease; with everyone wanting to receive a loan.

¥ ) \ ; g '
(£) Use other collection services, such as a comme11c1al
skip-tracing service and/or other services which '
prov1de extensive telephonic contact with the égrrower
in default and as to which the institution has utlllzed c
all the procedurés enumerated in paragraphp(t) of"

this sectlon and 3

(g): Use of cdllect&on agent and/or resort te litigation
‘as may be approprlate in the case of",Ioan on which
the borrower 1s 1n default and s “to which the instith-

tion has utlllzed a11 the procedures cnumerated in

. paragraphs (e} and (f) of this section; if a collection .
. agency is used; it must be bonded, in am’ dmount which,
will fully protect the amount of the notes turned over-
for colrectlon

L 4
Lake City Communlty College began its involvement with
R A

the National Direct Stddent .Loan Program 1n 1965. This pro-
gram got off tofe slow start, w1th many students being re-
luctant to borrow money . Wlth the mean income belng less h

than $3,000 in 1965, for many of the residents, a h1gh pro-

portion of the students were from low-income familes,who

y e
- » S
v

.

thing to do,.in order to go to college,. The Director

*

of Student Financial Aid.had these remarks concerning '

the problems of borrowers, "a great deal of explannlng,

conv1nc1ng and coers1on was necessary to make these

students aware of the benefit of borrow1ng This was the

N

-

only, way to relzzve the financial burdens of,many of my

married and div ced students" (Williams). Nevertheless, .

L

*
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By 1969 the pfogram was well ostabllqhed at Lake

-

City Communlty College and students were waiting 1nr1i2i) :

v

r

to receive some type of f1nanc1a1 a551stance from this e

.- . program. As of June 30, 1975, Lake C}ty Community College,

" 'nas loaned $317,625 to 486 students. The average. loan for

- *
each student appro;amates $§653. "On a national prospective,

© the Natlonal Direct Student loan rogramﬁ from its in- .
cept1on through. the 1973 academ c year, the fedetal ~ .
gévernment has. prov1ded 2. 2 bllllon for educatlon in-

stitutions to make loans ta students. During the 1974

[

school year, 286 million dollars from the federal government,.

enabled 674,000~stude2ts to receiye an average of $690

L
»

. yearly (Mulrhead p: 8) .-

s
hd »

Concomitant to Lake Cfty!s loaning of the above amount,

-~

$93 292 of this amount has been repald or cancelled leaving

g
$224 333 outstandlng and $42 678 past due. Of the past'due‘

amount $3, 961 is past due by 120 days or less,_$6 ifs is

deo dellnquent by 121 days ‘up to one year, $15 142, is past

due more than one year - up £0 .tWo years, $5,584 1s more

than two years dellnquent, up to th ee years, $6,132 p
is more than 3 years up to 4 years past‘due, $2,818 1s_morei

\ ‘ ‘ than, four years up to 5 ;eafs'delinguent and $2,656 is:

more than 5 years past dioe. These figures indicate a
. : L - ;
¥13%. overall delinquency. -This area is in need of imp#ove- .

/ ment, however, comparatively speakingjy the collection re-
» . ' .
turns ,are '"stable'" when yow analyze'Lake City's collection
(Y ! . - 4
,results among other community colleges in the-state.




- A majo}Aportion of the delinquent ?orrowers are mofe
S . than one year’up to two years in arrears. Speculétivély,
the writer attribdtbs these delinquent§qfo the borrowers °
, o
. *in the vocational and technical are;s who have not beep

successful in obtaining employment. The loan recipients
pursuing ‘training in areas such as auto, body. repair, auto

, A I

/mechanics, cosmotology, brick masonry, have not been able

L]

. “to find employment or have not ;Btained the kiﬁd'bf job
)]

.

o that will enable them pé,meet their:financial obligéxions..

-~

" A
In the areas mentioned,K above, the graduates infPequently

. . s .
* leave the surroending environment. These students typically
14 ¢ - . .

-

have Pe;ided in- the area during their childhood and have

planned to remain a resident of the area. These students
\ .. ’ .
are not ones which one must place concerted efforts to locate;

-they are in the area and can be located most 6f the time. -
e . \ ' \‘ &,

-’

On the other hand, there are borrewers that one-

{ B . . . . . . ' i .
-+ . does have difficulty.in locjting. * These borrowers are - =
- ¥ .

T graduates in this area within the last thfe4 years, inz_ .
¢ S 'dicate-o 42 §tudenis were from the State of Florida.
/ ' ’ o, ’ i
e - Typically, thes s;udentF aTe from the northern section ,
| . . ’

" : of the United ,tqtes, an@ they,*do not remain in tlie south

after completion of their course-of study. Theyfafé'not
in the same category as the stpden?&‘previodsly'descrfbed.
A ‘ . ' i -t . ) .
The latterrborrowers are typically"described as 'deadbeats".
14 ’ J - k ”

.
O 2 ’ [
] . ¢
. . .
N

’

Howevyer, money is not available for payment. '
/ ' . p ) )

#
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P . They are employed in a capac1ty commensurate*w1th thelr
. L | training “and salarles are con51dered "good" as‘one 1ooks
. at the current salary scale.' Neverhteless, ;heae borrowers
are of the oplnlon that they are beating the system, they .
are not obllgatcd to pay their loan
' A comblnatlon of the two groups ﬂescrlbed and other
'students thgt.arg ‘pursuing areas not mentlon, cqqpr1ses;
.. a 51gn1f1cant pfoportion of students that arc mor¥ than

one year but less than two years dellnquent W1th rdpay- g
mefit of* their lodns. - '
. . '4.;’| . ‘v “

Students that are at least one yean‘delinqbent, many

—~ of them are "drop-outs." The writer randomly checked the

- - , .
record$ of ten.students in this area; the findings are

-t

indicated below:

s

-

1. Seven,of these students have a reading ability

3

of less thanu’}ghth grade The remaining tnree

were in the’'9 - 11 grade readlng level.

i
i 2. Each of'the students had ‘at least one remedldi

. ) course during the semester(s) enrolled. *
3."..Frpm the writer's prospective, each student:
was enrolled in a class that required a high .

' LT level of comprehension in order to succeéssfully

2 .' - . achleve in the course. - / . )
' ’ ' &. Nine of the ten students, wére-from families '
. with an income of less than $3¥000. . ; -
S.. There was an absence of ‘the fi$her i‘ seven pf the
\ o . ten families. Five of ehe.mothers were employed * '
0 X | ""10 I T




‘ » and f1ve received assistance from the d1v151on of

N famlly services. N

rh
.

. 0. lhc entire ten (10) borrowcrs, were the first in thc

household to ever attempt to pursue a degree beyond
high school L |

'

‘ "7. Eight of the ten were pursuing as associates of arts

) "degree. oo
8: Three of the ten, had at lea t»one child. All ten
. wgre dependents of their parents. .
i ) 9. bjx ‘of the ten wereé r051dcnt< of Columbia County,
three were from the 9ur10undlng counties, and one .’
“resided out of tnejstate. . .

N\

- 10, Five of the ten did not return after the first ‘ .

semester, three withdrew in.the second seméster.
The remaining two, ~started during -the summecr and
did not complete’'the session, nor did they properly

<§ ) withdraw., .

& e
11. Elght of fhe ten were placed on academic warning

after the first semester. One was placed on aca-
«.. - _demid probatiom. , ' )

P [ ‘

: v '
L 7 AIT tlen of these applicants app11ed for financial
‘ " *“V

. o a=s1stance after the deadline date, and grant funds

“had begen committed to, students applylng before the
v deadline date. p ‘

¥ These studbnts‘are-what socigty has labeled "high risk"

: . .
b . s 4 »
.

. + borrowers.” With- "the aforementioned in mind, we‘will réview

-

\ - | .
pective. "gpmmericial lenders make ‘loans based on records,
.Y . N )

Y

theZcHayactcrist{cs of the student loan pfogfam from a national
Ii

pro

;colleges and universities base thelir loans on faith--faith »

.

s

in the future potent1a1 earnlngtpower of the educated borrower ",

. \

. (Maynard p. 16). ¥Five malor problems exist in a110w1ng

\)(~ ". . l' \ . 11 ..l'n\‘

A\
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/’ 'students to borrow from an edUCétlonal loan program s . ’
) ) . . g i
AR . 'L hdutatlon -loang are granted ‘to minors or those whd )/-‘ WA
A “ have’ reccntly become adults , s
Vs 2. benorally the borrower is without, any credit recoxd. g
ot 3. xhose who borrow are without income. ‘ ‘
4. Colleges loan to pdrson unknown' to the commuplty
i 5 Larger amounts are loaned to persoiis. mxth the more )
- - - == —_——— ‘llh)* —2=. __ﬁ_.-..‘ = "'_.."_I _'.‘.‘__._ ]
N Ln awardlng Joans to students, there 1s little” resemblfhce o T
. o -~ 1
’ _sln commcrlclal loan transactlons, other. than the 51gnature wh1ch v ;
~ is rcquired on the note and the. money e\changc Allan Maynard e
- A
* points out f1ve uar!ance w1th most noimal credlt procedures and o
4 |
‘collection process: C ' ' )
roo : v
b1 The aVerage loan i% colfbctlble within%30 to 45|days.
' . Because cducatlon loans.do not become collecttfic uptil R
KN gladuatlon or withdrawal and may be coupled w1th defer-
‘ TP ' » mentg for continued education, Armed Forces, Peace Corps,
. and VJSTA as many as ten or more years might elapse :
t- \ - between the time that the original koanjhas beén granted .
‘ R AN
and the ‘time that the collectlon process begins. ' Such: -
! . :’R 2 time gap m1ght p0551b1y extend the 11fe of a loan as -
‘ & . o much as. twenty years. v e N )
) ] 2. Cancellat10n§ and deferments are poss1ble 1n most
government sponsorgd funds These: prov1srons ‘tend. to, » R
) produce bad psych oglcal effects .upon the borrower T
‘ whcn either expire and cash 19 requ1red '1he1e.are.no v
such prOV151ons in loans granted‘by bankSIOr other - v
t .
£ commercial rendlng agencies. . S - ° : A,
- v f PN X. . ) . .
- ’ 3. Whlleffor the most part,. banks dea1 with borrowers b
" who r051de locally, educat10na1 institut ons may déall o
' with borrowers from throughout'the natlon, ‘as*well as e )
3 e
abroad: ' a .o , ',~ o .

. A N 0 -
..
. , . e ; et :
.




< .
4. kducation borrowers arc one-time borrowers. They have
little nced to establish good credit records with the
L school ftom which they obtained a loan especially 1n
' an agse hhcn conf1dent1a11ty of rec01d< is a pr1nc1p1¢«
. so meticulousfy adhered to by education institutions.
LR ) When people borrow from banks, howév , they usually
ST want to-estahlish good credit re&ord§ so that future
borrowing needs will not bc~jeopardizsd1 . ’
« §. Lastly, colleges and universities are newcomers to the
‘dending business. _For example, at Brown Univéreit) in P
1958, 67,000 was-lganed; .in 1973,.$1,000,000 was loaugd
. - At stake, the?n 133 sizeable amount of morey agaip§t
- “ a backdrop sf alumni relations and demelopment ograms.
Commericial lendlng agencies, espec1ally thgf%anks, are .
not exactly out to ruin their image.by us ng harsh coll- .
- L ection tactics! bug wh%;~gs mych ea&rtr for a corporatlon
g -, whlch exists partlally for the purpose of Icndlng and

. collectlng is a great cal more difficult for & phil-

) [l

anthropic institution dedicated e the pursuit ef wis-
domt (Manard, p. 18). . oo - .

.
N,

. The last category, - (2 5 years dellnthn:), many of these

v

~ borxowcrs can not be located in fact the writer would estimate

“
- ‘- ‘ ’ 7

from her’ flndlngs at least eighty five percent (SS%) of” these

l borrowers have no't been located. These borrowers have been‘
o referred *to Lake City"s collection 'agencics; Interstate 'Account
" .. . v ~ - . . €

Services and Centrall Adjustment Bureau. The recovery rate has .

-

" been falr ‘ . ',& . *
;‘ .Lake City Lommunxty College is worklng dellgently to im- -,
~_ ppove collections on the1r Nat10na1 Dlrect Sthdent Loansu v;he

' - .
writer makes the, following recommendations that\gould aldiimm!;gﬁg
o c’ﬁminating the high delinquency rate.' X ' ¢

!%’

I

2
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2.

- . - *

lncrcifc personnel The staff includes one directress,

a college work study.coordinator and a secretary.®

Adéquate time can not be ‘'spent in collection with a

limited staff and with the responsibility of morge

than $750,000 in federal assistande. .

(a) 1If one person could handle the .exit interviews,
the promlsqory notes.and thesummary Ioan sheet it
would alleviate many of the probloms

(b) Because of the voluminous paperwork and shortage
of personnel, many students have graduatsf before
it is determined’ that the) have not had an exit
interview. The financial aid office should work
closely wdth thq registrar's office to avoid such
problenms. ‘ .

Better utilization of time. Events and deadlines should.

be perted out or placed on a calander of some kind in’

order to be* able to better plan the time and work re-,
sponsibility of each employee.

lmprove‘billing system. Even though there are only two

bilfing agencies serving the thousands of institutiéns

not equlpped to do their own billing; better coordination
should exist between the school and the billing agency

A trip to Wachovia Services in Wlnston Salem, North

Carolina could bring about 1mprovements in the present

billing system. .

inform the borrowers of their f1nanc1a1 obligation.. A

small school as Lake City Communlty College should “be

ablc to have some type of discussion:-or meeting -
collectively with each borrowcr making him awaxe of

his financial obllgat;ons and the coAscquences if this

obligation is not ‘met. vlt is, a known fact that the

student does not take the time to read the prdmlssory
mote. Someone should .take the tlme to educate the
student to his respon51b111ty

i« .

12




ﬂ
3 , - . . ‘ . | . .
(5) - Research the area of computerization. Much of the
work that is done,manually, may be placed En‘compdtersf
£onfer w1th thc director of computer’ plogrammlng in
order to see how some of thc paperwork relative to the

loan program_can be placéd on yhe computer.-

The above mentioned recommendations will resolve many of.’
* [}

the internal problems currently existing with the National

Direct Student Loan Program at Lake City Comminity College.

. However, it-does not resolve the prbblems onj a naqional .

-

L basis. Many congressmen, educators and- taxp yers are approachlng
T, the problcm w1th the answer belng to ellmlnaée the program

R + and’'devise other alternatives. A pangl organized by President

L4

John F. Kemedy has recommended the Education Oppbr;unity bank

.
v

as part of the'solution to the problem. The recommendation is

»

as followss« - : o
s 1

. . The Panel’ recommends establishment of a bank, which
. might be cal}ed the Educational Opportunlty Bank (BD opP
© Bank), as an agency of the Federal Government. In order -
. to obtain funlds the: Bank should be authorized to borrow
, money at going Government rates. It should be authorized
to lend money'to postsecondary students, regardless of the
student's resounces. A student should be able to borrow
enough money to cover his.tuition, costs, and subsistence
.at whatever college, university, or other postsecondary
institution he is aldmitted to. The Bank would recoup
their loans through annual payments collected .in con-
junction with the borrowu's future income tax. At the time
a loan was granted,’ ‘the borrower would pledge a percentagt
of his futurce income for a fixed number of yearS for repay-
ment be 30 or perhaps 40 years. " This period wvould be
. fixed term for all borrowers. The pertentage of income
. " 'pledged would be proportional to the amount borrowed.
L Prellmlnary estimates gre that the Bank could be self-
sustaining if it charged borrowers 1% of gross income over
30 years for each $3,000 borrowed.
. This might be con51dered not a 'loan prgrdam' at all
. but a device for enabllng students to sell part1c1pat10n .
sharas in their future incomes.  For purposes of clarity
gfer to the proposal as one for ‘'contingent- repayment-
Ioans and to present programs as 'fixed repayment loans.
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, Contingent-repayment loans have tlitee principal- advantages
‘ to ‘the individual over present fixed-repayment programs:
1. -No student borrower would have to worry about a
large debt he could not repay. If he entered a low-income
calling, or were unsuccessful in a normally affldent one,
his obligation to the Bank would. decrease proportionately
to his income for that period. ’
. We anticipate that this would make students much more
willing than they currently are to borrow for higher education, //
Students from low- and middle-income families would no longer
be at a significant financial disadvantage in seeking ‘
. - higher education and would be almost as free as students
e from .academically qualified. As a result, the proportion
of low-income students attending college might increase
. . apprcéciably and the porportion able to attend colleges .
well suited to their needs might increasc substantially.
i 2. By spreading repayment over 30 or 40 years instead
. of 10, the Bank would make it feasible for individuals ,to

- horrow much larger sums than are currcntly allowed. - Estimates
. ' suggest that the Bank could break even if it tharged borrdwers .
' ° 1 percent of gross income over 30 years for each $3,000
~ borrowed. Currently, authorized loan programs have a four
.- vear maximum, of. $5,000. Five thousand .dollars will not cover.

© susistence and tuition expepses for four years at most regi-
dentizl colléges or at most private commuter colleges. :
_ The Bank would be able to lerd enough to cover subsistence |
+ ‘and tuition at any college.: This wauld ‘currently mean a 4-year :
miximum loan of at least $15,000, rising in subsequent years.
L " We doubt that many students would choose to borrow this
r' | heavily, since this would mecan committing about 5 percent
- - of their future earnings. Nonetheless,:the option would
.be avialable to the poor but ambitious students who wanted .
to attend an expensive‘private college but coulg‘ﬂot 9btain

adequate scholarship gssistance. ~
.. . 3. The availability of loans would not be. directly
’ - affected by the state of- the™moneygymarket. Z
RN . The Bank could differ from existing Fedefal loan pro-. ,

~ grams in anothér important redpect: it could prohably be-
financially self-sustaining.  However, the Bank might alsd
be, subsidized by the Federal Government.in the same way
that presenf .loan’programs are subsidized. The extent .to
which the Bank might be used as a channel for Federal sub-
sidies for education could be easily 'adjusted by Congress
. at any time. The Bahk itself.would-be both visible and
useful whether or not it was subsidized (Zacharias, p. 657).

. | _
y Jerrold Zada'Yas points out three advantages of the .

utilization of an Educational Opportﬁnity Bank:
’ 1) ' J = :
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. L. 1he Bank would make it p0551b1e for any student to
' pa\ his own way, i€ necessary, at any—ctollege, uhiversity, X
‘othey post-secondary institution to'which he would.gain
admlqsl n. . . PR

. © "2.] Large government programs, whether they entail
. grants, sub§1d1es, scholarships, or other allecations,-are .
© not easily” mlnistered.when there is no need fgx ‘discrimina- =
. tion among rexipients.” The proposcd program requires. no "
onc to decide beétween the rich and the poor, or among the
merits of various cities, states, qn<t1tutlohs, etc. It -
needs no peer- géoup exaluationq no political pressures, .
no compromisc among the various aspects of civil rights.
3. 1f this borrowing program became popular, and if a
substantial portion of hfiher education were in fact paid
for. tujtion and subsistence charges, the flexible funds of
private foundations might be used" in flexible ways for
innovation, 1mplovemen% research and development, and the
future mtght result in‘a better understanding of the plo-
cesses of lcarnlng and ?f education (Zacharias, p. 0658).
, -
Another proposal 15 the wSLB, thc National Student Loan:

- i
&= -

Bank, Wilbur J. Cohen recommends the followlng to remedy the ', .

. defificncics in.the*p%esent st dent loan programj ,

The NSLB would be a nonproflt private corporation .
qstablished by the U. S. Government. The NSLB would issue -
its own sccurities to raisc capital for studepnt loans- and

N would make loans at fixed interest rates. It would. replace ¢
the $uaranteed loan program and the National erect Studcnt
N loan. The NSLB would have the following features:
. Qhe Bank would lend any eligiblc undergraduate student
or graduate student (or medical, dcntad etc.) an amount . s
cach year which couid not exceed his tuition and 1fving
¢osts minus any Federal aid recceived., Eligibility would be -
based solely on cnrollmerit-in an institution of higher . -
cducation and would extend for up to 5 years at. the undér- ~
igraduate Jevel of 5 yecars at the graduate:level. . .
The RSLB would devise methods of\rcpa)mcnt ‘that allow
or various terms extending up to 30 ycars.. Provisions S
tyould he made for rising r¥epayments, ovier time (in keeping .
with .income) or constant annual paymenit. atfthe opﬁlon of the
borrower. .
Jdnterest durlng enrollment would be ald by thc cheral K
. Cd&gi?ment. Interest charges would be set i3,.such & way
¥ thata\thére would. be no subsidy during theﬂrepayment pcrloa )
N Federal loans might be repayable through the ¥nternal -
\ . '* Revenue System. Even with this feaurs,’ ‘the NSLB would
v probably have low collebtion costs’ .;‘ _ : T
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. than the costs of education, including subsidtence costs,

The Federal Government would reimburse the Bank for

losses due to death, disability or defiﬁlt, as at present:,
In addition, a feature might be added which would all
for a limited form of pooling or mutualization of risk.
For any year in which a borrower's income falls below
certain levels, a portion of the loan payment for the
year would be cancelled. 'This feature could designed

] to affect 5-10 percent of the scheduled repayments. |, -

“* 1K Carncgic Commission on Higher Education has made’a ‘

¢

similar rccommendation:

The Commission rccommends that a Federal contipgent
loan program be ctreated for which ali’students, regardless
v » of meed, would be eligible. With interest figured on theg
"basis of Federal borrowing costs, the program sould be
sclf-sustaining, except for administrative costs, whach would
be met out of appropriations. Undergraduates would ‘he |,
.eligible to borrow up to $2,500 per year, and graduate
students’up to $3,500 per year, for educational purposgs.
No studentsshould be entitled.to receive more/in loans,
.all types of grants, and work-study payments Ain any year

as officially recognized by the institution in which he is
enrolled. - . o )

The program would be administered through the institu-
tions of higher*cducation, which will have the relevant in- °
formation on grants aiid workstudy payments to loan applicants.

Level of funding: A loan program of this sort must be _

viewad ,as8 clearly cxperimental; it is difficult to predict

R the extent to which it is used. But if loans are to be

- made available to students-without referencc to need, it
will be necessary to have the initial level of funding for .
thg loan program high enough tor eliminate ‘any requirements -
" for ¥ettiﬁg.pribrities°among loan applicants. The Commission
suggests that funding be made available to, provide students ,
loans totaling $2.% billion*in 1970-71, possibly incrasing
to as much as.$5 billien in pew student loan i 1976-77.

It is also difficult to predict the level of Federal .
expenditures which would bt required by this loan program.
Although designed.to be self-supporting, the program
would' require particularly in the initial years, annual
Federal appropristions améunting to perhaps 5 pércent of

' *new loans .committed that ‘yeap~ for administrative costs and
. contingencies”. <This would amount to about $125 millicn
in 1970-71, rising to $250 million in 1976-77 (Zacharias,
p. 659-660). C° : ‘ '
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\;;)National Direct Student-lcan prograff, it does notjeliminate

-rhe wrlter believes that ‘the crusade to receive add1t10na1

* the independent student who may have seVefal dependents ot the .

either meet the total need ofnthe student by awarding a -

. SUMMARY o ‘ .

The writer- is of the opinion that Lake City Community . ~
College loan program and its problems are -indigenous to the

. . R .,""%\ : .
college community thrqughdﬁ;;;he country. While there L

I 3 ? ot . ‘Y . .
remains the controversy of ‘cOntinuing existence of the

the problém of collectionst- "*The loans that have been awarded

;
to students must col ected if the .program continues, ‘or
“t -prog
-4

suddenly. demises, unlese tneilaw is, changed .o
‘ (LCCC) |
It has been observed th&@ the institution has consistently
| C3 P

*

during the past three years, returned unused loan 'funds to -the

federal government and has rehuested additional grant funds..

—— »

-~ |

grant funds should be encouraged. Becduse of the 1mpcver15hed

4

conditions that exist with many students, the less they can

4 >
N

borrow the better. : ' ' e

The dilemma relative to loans ‘concerns itself Around

expenses of that student exceeds the purv1ew of rece1v1ng

¢

grants only. The f1nanc1a1 aid offlce must make a decision to¢

loan on good. faith, or’ meetlng a ppntlon of the students need ) ,'
(' - +

by excluding .the loan. The Oﬁflce of Educatlon regulatlons .

. .

state. that the f1nanc1ai aid off1ce should usg "exfreme cadtlon"

“a, u, v., ) . v e ; $

- N R A
., o . * s




-
<.

in gwarding student loans. ,If financial aid officers tooki

thié statement literally, at thisf?ﬂme, the federal government

would not have rcached the one billion dolldr mark in the

.amounts which h#ve been loaned.

v

[ To sresolve this problem nation-wide, the writer feels )

. that the' regulations should be revised with a loan-grant clause.

. . 4 ' . -

¢ students substantiating by affidavits 'an inability to repay
their loans, should be provided with an option Jo convert

. the loan to a grant. - Students that are-able tofpay, and re:’

°

fuse to do so, 1nst1tut10ns should v1gorously/ pply themselves'

in the collection processes of these loans.

Lo Lake City Community College has w€lcomed .suggestions,

and the ‘writer is of the obinion that improvements will be f

made in thls area. Ove all there does ex1st a commltment I

te the frnanc1al a1d programs, *and the' constltuency as well

. as the higher eghelon‘ls.cqgnlzant of the important role of ‘a

.
.

findncial assistance and how it impacts upén the enrollment

_of the institution.
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